Quantitative finance combines mathematical finance, financial statistics, financial econometrics and empirical finance to provide a solid quantitative foundation for the analysis of financial issues. The purpose of this special issue on "Recent developments in quantitative finance" is to highlight some areas of research in which novel methods in quantitative finance have contributed significantly to the analysis of financial issues, specifically fast methods for large-scale non-elliptical portfolio optimization, the impact of acquisitions on new technology stocks: the Google-Motorola case, the effects of firm characteristics and recognition policy on employee stock options prices after controlling for self-selection, searching for landmines in equity markets, whether CEO incentive pay improves bank performance, using a quantile regression analysis of U.S. commercial banks, testing price pressure, information, feedback trading, and smoothing effects for energy exchange traded funds, actuarial implications of structural changes in El Niño-Southern Oscillation Index dynamics, credit spreads and bankruptcy information from options data, QMLE of a standard exponential ACD model: asymptotic distribution and residual correlation, and using two-part quantile regression to analyze how earnings shocks affect stock repurchases.
Introduction
The rapidly expanding discipline of quantitative finance combines mathematical finance, financial statistics, financial econometrics and empirical finance to provide a rigorous quantitative foundation for the analysis of important financial issues. The purpose of this special issue of Annals of Financial Economics on "Recent Developments in Quantitative Finance" is to highlight some areas of research in which novel methods in quantitative finance have contributed significantly to the analysis of financial issues.
The papers cover a range of interesting topics by experts in the field, including fast methods for large-scale non-elliptical portfolio optimization (Paolella, 2014) , the impact of acquisitions on new technology stocks: the Google-Motorola case (Gao, Wang and Hafner, 2014) , the effects of firm characteristics and recognition policy on employee stock options prices after controlling for self-selection (Kuo and Yu, 2014) , searching for landmines in equity markets (Chang, Chang and Hung, 2014) , whether CEO incentive pay improves bank performance, using a quantile regression analysis of U.S. commercial banks (Chan, Lin, Liang and Chen, 2014) , testing price pressure, information, feedback trading, and smoothing effects for energy exchange traded funds (Chang and Ke, 2014) , actuarial implications of structural changes in El Niño-Southern Oscillation Index dynamics (Chen and Huang, 2014) , credit spreads and bankruptcy information from options data (Tzeng, 2014) , QMLE of a standard exponential ACD model: asymptotic distribution and residual correlation (Sin, 2014) , and using two-part quantile regression to analyze how earnings shocks affect stock repurchases (Chi, Yu, Li and Lu, 2014) . 3 The interesting, timely and novel contributions to this special issue should highlight and encourage innovative research in a variety of challenging areas in quantitative finance.
The plan of the remainder of the paper is as follows. An overview of each of the 10 papers is presented in Section 2, and some final remarks and acknowledgements are given in Section 3.
Overview
The first paper is by Marc S. Paolella (Swiss Banking Institute, University of Zurich, Switzerland, and Swiss Finance Institute), and is entitled "Fast methods for large-scale non-elliptical portfolio optimization". Simple and fast methods for modelling the portfolio distribution corresponding to a non-elliptical, leptokurtic, asymmetric, and conditionally heteroskedastic set of asset returns are examined. Portfolio optimization via simulation is demonstrated and its benefits are discussed. An augmented mixture of normals model is shown to be superior to both the standard (no short selling) Markowitz and the equally weighted portfolios in terms of out-of-sample returns and Sharpe ratio performance. The dynamic threshold is set as the last 6% of firms based on historical cross-section distress rates. Upon Bayesian posterior probability examination, the rare event logit model shows about 40% to 60% affinity with S&P Domestic Long Term Issuer Credit Rating records, on average, and the rate increases to 70% in some situations. It is concluded that the rare event logit model can be a good warning indicator at least three years ahead of distress in firms. 
Final remarks
The collection of interesting, timely and novel papers in this special issue of Annals of Financial Economics by some of the leading experts in the field of Quantitative Finance should highlight and encourage innovative research in a variety of challenging areas of quantitative finance.
